This note reconciles an on-going debate on the effect of foreign aid on corruption by introducing a previously missing heterogeneity dimension of aid. The relationship was estimated using dynamic system GMM and quantile regressions (QR). Results show that both narratives in the debate are correct, contingent on the type of development assistance. The QR results are robust to endogeneity when the independent variables of interest are instrumented with their first-lags.
1.
Introduction Okada and Samreth (2012) reported the findings of their research on aid and corruption -for 120 countries from 1999 to 2009 -in Economic Letters, where they concluded that aid reduces corruption and the effect is stronger for less corrupt countries. Asongu (2012) later passed a comment in Economics Bulletin that the findings of Okada and Samreth, though sufficient to aid policy and academic debates, may not be relevant in the African context. The main argument of the author is that when testing the model of Okada and Samreth (2012) in Africa, there is no sufficient and robust evidence to conclude that foreign aid reduces corruption.
We are yet to findany empirical study that has attempted to clarify this murky conclusions, atleast for Africa; a continent with countries of somewhat homogenous economic and institutional structure (Asiedu, 2006; Efobi, 2014) .Foreign aid for African countries, subsists as an important source of capital for development (Moyo, 2009) . Perhaps, it is presumed that the ambiguity of the effect of aid that ispronounced in the existent literature can be resolved by considering aid distribution by sector. The aid data used by the previous studies were total, multilateral and bilateral aids.These types of foreign aid data maybe problematic especially because they capture aggregate aid data from different originating sources (bilateral and multilateral); but do not account for the actual usage of foreign aid, for which it is directed.
Hence, they will most likely make the effect of foreign aid unclear (Selaya and Sunesen, 2012) .
In this study, we considered aid flow by sector and the effect on corruption for a global sample of 100 countries (for which data was available) and for an African sub-sample. There may be several reasons to expect that disaggregating aid flow data by sector will provide a clearer perspective of the aid-corruption nexus. First, some forms of aidthat are directed towards some particular sectors are more likely to have a rent-seeking effect compared to others (Harms and Lutz, 2006; Kimura and Todo, 2010) . For example, those aids directed at the development of social infrastructures like health and education may not be easily verified by donors in terms of the input requirement for a particular output. Therefore aid funds get lost due to the unbenevolent attitudes of the aid recipient government in efficiently disbursing such funds (Easterly, 2008) . This is unlike other forms of aids that are directed at sectors with obvious outputs like infrastructure and programme related funds. Second,improving the external economics of scale for foreign investment inflow through infrastructural development and ensuring investment security, is a central national policy of developing countries (Bartels and Crombrugghe, 2009) , especially aid recipients. In driving this policy, countries rely on huge capital investment, which most times are gotten from foreign aids.
Constrained by the policy, the occurrence of rent seeking behaviour in aid recipient countries will likely be minimised for aids directed towards economic infrastructure and security; unlike aids to other sectors.
We follow the suggestion of Selaya and Sunesen (2012) that -probably -a disaggregated aid data (aid flow by sector) will provide a robust evidence on what type of aid 'fuels'
corruption. An African sub-sample was included in the analysis in order to reach a clear conclusion on the implications of our study for a more specific sample.
Empirical Approach
The model(equation 1) follows the intuition of Asongu (2012) and Okada and Samreth (2012) to include the covariates log of real per capita GDP and democracy. The other variables are explained and described in Table 1 for a sample of 101 countries (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) .
.
(1)
The empirical model was estimated using the Quantile Regression (QR) technique in order to examine the effect of the categories of aid across different levels of corruption. This favours the approach of Okada and Samreth (2012) and for comparison, the system GMM (SGMM)
technique, as applied inAsongu (2012), was also estimated. 
Empirical Result
To begin the analysis, the multicollinearity test was first conducted (not reported for space)
and there was no evidence of multicollinearity. Tables 2 and 3 present the SGMM and QR result for the entire sample and the African sub-sample. The signs and significant levels of the covariates follow theoretical expectations 1 that economic development and democratic institutions are significant determinants of corruption (also applicable forthe African subsample).
From the Tables, aids to social infrastructure and debt relief are significant inducers of corrupt practices in the sampled countries. The signs were consistently positive for the entire columns in Tables 2 and 3 . Although these forms of aid spur rent-seeking behaviour, the impact is more visible for countries at the lower quantiles of corruption. The reason being that these forms of aid create an initial outward shock of public resources that pushes public officers to rent-seeking behaviour (Economides et al, 2008) , especially when the usage of the aid cannot be verified. And with regard to debt relief, studies (e.g. Jalles, 2011; Cooray and Schneider, 2013) have shown that foreign debt enhances corruption. Therefore,aids directed towards debt relief in a country with debt problems, will further consolidate corruption in such country. No wonder the signs of this variable were consistently positive in all the columns.
Aid directed towards the development of economic infrastructure, multi-sector and programme assistance were consistently reducing corruption for both the entire sample and for the African countries (especially for countries in the 25 th , 50 th and 75 th quantiles). These forms of aid disbursements are more likely to reduce rent-seeking tendencies of public officers because their utilisation can easily be verified through the presence of physical outputs (like infrastructural, sectorial development and program related assistance) and the improvement of the investment environment of the recipient countries. (2) 0.693 (2) 0.551 
Robustness
Two robust checkswere conducted: the corruption measure by Transparency International was used as an explained variable. Table 1A (see appendix) presents the estimates; the signs and significance of the variables were consistent as in Tables 1 and 2 .The second check was to correct for possible endogeneity in the QR by instrumenting the independent variables of interest with their first-lags. The result (not reported for space) also establishes the consistency of the signs and significance of the variables. These checks reverberate the fact that aid to social infrastructure and debt relief has an increasing effect on corruption; while aid to economic infrastructure, multi-sector and programme assistance has a reducing effect on corruption.
Conclusion
This note has taken a debate on the effect of foreign aid on institutions in recipient countries to another platform. We have introduced a dimension of aid heterogeneity to show that the sign of the effect is contingent on the type of aid. Our findings are robust by three fundamental factors motivating the debate, inter alia: endogeneity, sampled countries and estimation techniques. 
